A second, independent, motivation is to examine the process itself by which stock prices incorporate information. One could be interested in the characteristics of the political process by which information about a legislative event, say, is revealed to the market. Another example of interest in the theoretical finance literature is how the trading process transforms private information known only to a small set of traders into public information known by all market participants ajid hence reflected in stock prices. Kyle (1985) offered a seminal model of how private information will be gradually incorporated into stock prices by a rational informed trader, a rational market maker, and liquidity or noise traders. Although Kyle The main output of this paper is, then, providing researchers with additional tools for handling gradual incorporation of information and demonstrating their use in two short applications of independent interest. In both applications we find significant evidence of gradual incorporation of information that is not captured by traditional event study methods. In addition we learn characteristics of the process through which this gradual incorporation takes place.
Three Mechanisms
The first mechanism, a simple one, is just that a piece of information is often not revealed in one announcement to any market participant but rather through a gradual process of public information revelation and resolution of uncertainty. We imagine the most common empirical Griliches (1957) and Davies (1979) There is a small literature on event-study methodology that is related, but nonetheless differs from our three mechanisms and associated approaches. Ball There are also a number of methods that applied reseaixhers employ when worried about eventdate uncertainty and/or gradual diffusion or revelation of information. For example, they may produce graphs of Cumulative Average Abnormal Returns (CARs) over multiple days before and after an event, or they may widen the event window so as not to miss the impact of the event. As Salinger (1992 Salinger ( , 1994 We assume here that the insider is not a noise traider before he becomes informed. Otherwise, Apt will 1 sum of two independent errors and will have a variance greater than that of Aut alone. (7) m{X,e)=^o + 7iiv-pt-i)f{t,to)+'y2iv-pt-i){^^)fit,to) where f{t,to) =^f jt-l) 
